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•   GDP: GDP grew during the Q2 compared to the previ-
ous quarter by 2.7% at constant prices. This growth is as-
cribed to growth in the West Bank against recession in the 
Gaza Strip, which led to an increase in per capita GDP by 
about 3% in the West Bank against its decline by the same 
percent in Gaza Strip compared to the previous quarter.

•  Employment and Unemployment: The unemployment 
rate in Palestine rose by two percentage points compared 
to the previous quarter, to 29.0% (20.5% in the West Bank 
and 44.0% in the Gaza Strip). The percentage of the private 
sector workers who are sub-minimum wage earners (NIS 
1,450) was 36.6% (46% females and 35% males).

•   Public Finance: In Q2 2017 public expenditures amount-
ed to NIS 4,203.4 million (32% of GDP), external funding 
for budget support and to support developmental expend-
iture amounted to NIS 392 million (almost half of external 
funding received during the previous quarter). The gov-
ernment’s arrears amounted to NIS 336.9 million com-
pared with NIS 656.5 million in the previous quarter. 
These arrears constituted 8% of total public revenues and 
grants during the quarter. 

•  Vehicles Registration: The number of new and sec-
ond-hand vehicles (registered for the first time) in the West 
Bank was 8,095 in Q2 2017, 73% of which were sec-
ond-hand vehicles imported from the international mar-
kets and from Israel.

•   Inflation and Prices: Inflation in Palestine decreased by 
0.47% in Q2 2017 compared to the previous quarter. This 
reflects the rise in the purchasing power of those who re-
ceive and spend their income in shekels, while the purchas-
ing power of those who receive their salaries in dollars and 
dinars and spend in shekels, decreased by 3.67 %.

Q2 2017 Summary:



معهد أبحاث السياسات االقتصادية الفلسطيني (ماس)
اجلهاز املركزي لإلحصاء الفلسطيني

سلطة النقد الفلسطينية
هيئة سوق رأس املال الفلسطينية

49
معهد أبحاث السياسات االقتصادية الفلسطيني (ماس)

اجلهاز املركزي لإلحصاء الفلسطيني
سلطة النقد الفلسطينية

هيئة سوق رأس املال الفلسطينية

49

Economic Monitor no. 50/ 2017
3

1- GDP1 

Palestinian GDP or the monetary measure of the market val-
ue of all types of goods and services produced in the Palestin-
ian economy  rose by 2.7% over Q2 2017 compared to the 
previous quarter reaching US$ 2,053.3 million (at 2004 con-
stant prices): 76.6% in the West Bank and the remaining per-
cent in Gaza Strip. This growth entailed 4.4% growth in the 
West Bank against a decline by 2.5% in the Gaza Strip. Com-
pared with the corresponding quarter (Q2 2017 and Q2 
2016), GDP grew by 1.1% in Palestine, 1.3% in the West Bank 
and 0.4% in Gaza Strip (Figure 1-1).

This rise during Q2, accompanied with an increase in the 
population, resulted in an increase in per capita GDP by 
about 2% compared to the previous quarter, while compared 
with the corresponding quarter Q2 2016, the per capita GDP 
declined by 1.7% during Q2 2017 (Table 1-1).

Table 1-1: Per capita GDP* by Region 
(constant prices, base year 2004) (US$)

Q2 2016 Q1 2017 Q2 2017

Palestine 447.8 431.6 440.2
-West Bank* 582.8 555.2 576.0
-Gaza Strip 256.0 257.0 248.7

(*) Data do not include that part of Jerusalem which was annexed by 
Israel following its occupation of the West Bank in 1967.

The GDP gap between the West Bank and the Gaza Strip

Gaza Strip’s share of Palestine’s GDP has decreased by almost 
1.2 percentage points in Q2 compared to the first quarter of 
the year. Figure 1-1 shows that the gap between the West 
Bank and the Gaza Strip has widened during the last decade. 
Gaza Strip’s contribution to GDP is less than a quarter of the 
country’s GDP, about 23.4% only (Figure 1-2). Moreover, the 
gap between the West Bank and Gaza Strip in terms of per 
capita GDP has widened as well by USD 29 compared to the 
previous quarter, reaching US$ 327.3, i.e. the per capita GDP 
in Gaza Strip is less than half of the West Bank’s per capita 
GDP (about 43%) (Figure 1-3).

Composition of GDP

The share of the productive sectors’ (agriculture, industry 
and construction) contribution to Palestinian GDP declined 
by 0.3 percentage point between Q2 2017 and Q1 2017, as a 
result of the decline in the contribution of the industrial sec-
tor. In addition, the share of the services sectors declined by 
0.2 percentage point, as well as the share of transportation, 
information, and finance sectors against an increase in the 
share of public administration and defense sectors (Figure 
1-4). 

1   The source of data in this section: PCBS, 2017, Periodic Statistics on National 
Accounts, 2007-2017. Ramallah- Palestine.

Figure 1-1:  Palestinian GDP* by Corresponding 
Quarters (at 2004 constant prices) (US$ million)

(*) Data do not include that part of Jerusalem which was annexed by 
Israel following its occupation of the West Bank in 1967.

Figure 1-2: GDP in the West Bank and Gaza Strip* 
(US$ Million, constant prices, base year 2004) 

 (*) Data do not include that part of Jerusalem which was annexed by 
Israel following its occupation of the West Bank in 1967.

Figure 1-3: GDP in Palestine* by Region, and by Corre-
sponding Quarters (US$ constant prices, base year 2004)

 (*) Data do not include that part of Jerusalem which was annexed by 
Israel following its occupation of the West Bank in 1967. 
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Figure 1-4: % Contribution of Economic Sectors to 
Palestinian GDP* (constant prices, base year 2004)

Expenditure on GDP

The absolute increase in GDP (at constant prices 2004) be-
tween Q2 2016 and Q2 2017 amounted to about US$ 22.4 
million (a growth of 1.1%), which is explained by the de-
creased aggregate consumption expenditure (private and 
public) by US$ 92 million, and increased investments by 
about US$ 17.8 million. On the other hand, net exports (i.e. 
exports minus imports) increased by US$ 95.5 million during 
the quarter. (Figure 1-5 shows percentile expenditure on 
GDP items). 

Figure 1-5: % Expenditure on GDP in Palestine* 
(constant prices, base year 2004) (% percent) 

(*) Data do not include that part of Jerusalem which was annexed by 
Israel following its occupation of the West Bank in 1967.
The total does not equal 100%, due to ‘net errors and omissions’ item.

Box 1: The World Bank: Palestine’s economy 
runs into bottlenecks that require addressing 

internal and external constraints

In this box we present excerpts of the most important information 
and analyses presented in The World Bank’s semiannual “Eco-
nomic Monitoring Report to the AD Hoc Liaison Committee”, 
which was released by the World Bank’s office in Palestine in 
mid-September:1

•  The Palestinian economy is currently deeply distorted and is 
unable to generate the jobs and incomes needed to improve the 
living standards. Restrictions imposed on trade, lack of access to 
resources, and siege on Gaza lasting for a decade now, have all led 
to deterioration of the productive base. The share of manufactur-
ing in the economy has shrunk by half in the last 25 years, while 
the share of agriculture is only one third its share in the past years. 
The economy is highly dependent on imports whose size is triple 
the size of exports, and the trade deficit is around 40% of GDP, 
which is considered as one of the highest in the world. Add to that 
low investment rates, and its high concentration in relatively un-
productive sectors which are not able to enhance job creation. As 
a result, growth in real GDP, driven mainly by consumption has 
receded, as a consequence of the war on Gaza in 2014 and the cut 
in aid, dropping to 2% on average between 2013 and 2016, and to 
0.7 % only in 2017. Regarding the unemployment rate, it remained 
close to 30% on average, while it was double that rate among the 
youth cohort in Gaza Strip.

•  Private investment did not exceed 15-16% of GDP in recent 
years (compared with 25% in fast-growing middle-income econo-
mies). The percent of Foreign Direct Investment (FDI) in the Pal-
estinian Territory has remained around 2% of GDP, which is also 
very low.

•   Economic growth, social assistance programs, and well-target-
ed cash transfer programs have contributed to reducing poverty 
rates in the occupied territory following the second Intifada. How-
ever, political instability and the recurring aggressions against 
Gaza Strip over the last decade have adversely impacted people’s 
welfare. Following the 2008-2009 attack on Gaza, poverty rate in 
the Strip increased by 20 percentage points. The latest available 
data show that poverty rate in Gaza Strip was 38%, compared with 
18% in the West Bank in 2011. 

•  Palestinian imports from Israel account for 63% of total im-
ports, while Palestinian exports to Israel account for 79% of total 
exports, noting that Israel’s economy accounts for only 0.2% of the 
world’s GDP. Israel’s comparative advantage at the global level is 
narrow and limited to high-tech products and services, like chem-
icals and pharmaceuticals, and polished diamonds. Most of these 
products do not typically constitute a large share of the imports of 
a middle-income developing country, like Palestine. Therefore, it 
is not surprising that Palestinian imports from Israel are not com-
posed of those products, but mainly of fuel/oil derivatives, food 
products and intermediate-technology products. The concentra-

1 The World Bank: Economic Monitoring Report to AD Hoc Liaison Com-
mittee, September 18, 2017. http://documents.worldbank.org/curated/
en/515891504884716866/pdf/119657-WP-PUBLIC-on-Monday-1-PM-
sept-11-AHLC-report-September-8.pdf
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tion of Palestinian trade with Israel is justified by restrictions im-
posed on Palestinian trade that prevent third-party direct imports 
(as Figures 1 and 2 show).

•   In mid-2017 the Palestinian government took a set of measures 
to cut expenditures in Gaza Strip. First, the PA made a 30% cut, on 
average, in public employees’ salaries in Gaza Strip. Second, about 
7000 civil employees in Gaza Strip were referred to early retire-
ment, and there are suggestions that an additional 5000 security 
employees will be referred to early retirement at a later stage. Also, 
to save in net lending, the PA has cut fuel payments which resulted 
in a cut in electricity supply to Gaza Strip’s power plant by more 
than 30%. 

•   Despite austerity measures adopted by the PA, and the success 
in reducing the budget deficit significantly, the total deficit is pro-
jected to reach USD 1.2 billion in 2017 (8.4% of GDP). After for-
eign aid amounting to USD 661 million, and repaying external 
debt (USD 40 million, the actual financing gap will amount to 
USD 580 million (4% of GDP). To control the financing gap, the 
Bank suggest that the PA should adopt reform measures in the 
West Bank similar to those adopted in Gaza Strip, like applying 
cuts on the wages bill and reducing non-priority spending. 

Using a simplified Computable General Equilibrium (CGE)  mod-
el of the Palestinian economy, the World Bank’s report examined 
the opportunities for the Palestinian economy to recover from its 
chronic recession and to eliminate the major constrains under-
mining it. The report reached the following findings: 

Figure 1: Average Duration per Trade Process (Days) Figure 2: Average Cost per Transaction (USD)  

•   Addressing external constrains, especially Israeli restrictions on 
Area C, can lead to achieving 33% additional cumulative growth 
in the West Bank by 2025. This could result from enabled access 
to scarce resources, specifically land and water, as well as taking 
advantage of Area C’s comparative advantages in agriculture, min-
ing and quarrying, and tourism.2  Also, lifting the blockade on 
Gaza Strip would allow trade inflow needed for rehabilitation and 
rebuilding the Strip’s economy, that could lead to additional cu-
mulative growth of 32% by 2025. 

•   On the other hand, addressing internal factors, which are with-
in the control of the PA under the current circumstances, could 
also lead to achieving cumulative growth of 25% and 30% in the 
West Bank and Gaza Strip respectively by 2035. Such a growth 
entails taking steps to strengthen the business environment need-
ed for the private sector’s operation, investment, and involvement 
in infrastructure projects, in addition to developing vocational 
education to create jobs, and rationalize the performance and 
number of the public sector employees, as well as achieving polit-
ical reconciliation between the West Bank and the Gaza Strip. 

•   In summary, the report concludes that addressing “external” 
and “internal” constraints can raise the annual growth rate to 6% 
in the West Bank and 8% in the Gaza Strip. This additional growth 
could result in the creation of an additional 50,000 jobs in the 
West Bank and 60,000 jobs in the Gaza Strip by 2025 compared to 
what would be the case if external and internal constraints persist.

2 The report’s estimates of the accumulating gains ( during 8 years) of the PA’s 
accessing Area C, is significantly less than other estimates issued by the WB 
on the direct and indirect gains of alleviating restrictions imposed on Area 
C. A previous study estimated that this would increase the value added by 
USD 3.4 billion or 35% of GDP annually, and that the PA’s control of Area 
C could result in a drop in the budget deficit by 56% and an increase in 
employment by 35% (compared with 2011). For more information about 
the study, refer to the Monitor, issue 34 (Nov 2013).
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2- Labor Market1

Manpower in Palestine, which comprises all persons aged 15 
years and over, amounted to 3,012 thousand persons by the 
end of Q2 2017. The labor force, which includes only all per-
sons qualified to work and seeking actively to find work (who 
are either employed or unemployed), amounted to 1,368 

1 The Source of data in this section: PCBS, 2017, Labor Forces Survey, 
Ramallah, Palestine.

Figure 2-1: the Total Population, Manpower and Workers in Palestine 
(Q2 2007 and Q2 2017) (Thousands)

thousand. The difference between the labor force and the ac-
tual number of workers provides a measure of the rate of 
unemployment. Figure 2-1 shows the relation between the 
three variables and the development of population in Q2 
2017 compared with figures ten years ago.

Q2 2017Q2 2007

Figure 2-2: % Distribution of Palestinian Workers by 
Region and Sector, Q2 2017(%)

Figure 2-3: % Distribution of Palestinian Workers by 
Economic Activity, Q2 2017 (% percentage)

Number and Distribution of Workers 

The number of workers in Palestine decreased by 2.8% be-
tween Q1 and Q2 2017 reaching 971.5 thousand workers. 
The regional distribution of workers in Q2 2017 was 58% in 
the West Bank, around 29% in Gaza Strip, and 13% (or about 
128 thousand workers) in Israel and the settlements. By sec-
tor, more than one fifth of the employed in Palestine worked 
in the public sector, while this percent rises to 38% in Gaza 
Strip  in Q2 2017 (Figure 2-2).

During Q2 2017, about 35.0% of the employed worked in the 
services sector (53.7% in Gaza Strip), whereby the building 
and construction sector employed 21.5% of workers in the 
West Bank and less than 5.6% in Gaza Strip. About 21% of 
the employed worked in the trade, restaurants, and hotels 
sector. This percent converges between the West Bank and 
Gaza Strip (Figure 2-3).  
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Unemployment

The number of the unemployed in Palestine stood at 396.4 
thousand persons by the end of Q2 2017. The unemployment 
rate (the number of unemployed people divided by the num-
ber of people in the labor force) was 29.0% in Q2 2017, high-
er by two percentage points compared to the previous quar-
ter and corresponding quarter 2016 (Table 2-1). 

Table 2-1: Unemployment Rate among Individuals 
Participating in Palestine’s Labor Force 
by Region and Gender (Percentage %)

Q2 2016 Q1 2017 Q2 2017

West Bank
Males 15.3 15.9 16.8

Females 30.5 31.2 36.2
Total 18.3 18.8 20.5

Gaza Strip
Males 34.4 32.7 36.2

Females 65.3 67.4 71.5
Total 41.7 41.1 44.0

Palestine
males 22.1 21.9 23.7

Females 42.8 43.9 46.6
Total 26.6 25.7 27.0

Two of the enduring characteristics of unemployment in Pal-
estine are that:

1)   It is high among the youth: the unemployment rate in the 
age group between 15-24 years reached 44.7% (72.4% for fe-
males against 38.8% for males). This indicates that a large 
proportion of the unemployed are new entrants to the labor 
market (Figure 2-4 and Box about school to work transition 
in Monitor, Issue 46).

2)   The unemployment rate decreases with the completion of 
higher educational levels for males, contrary to females (Fig-
ure 2-5): The unemployment rate in Q2 2017 reached 25.8% 
for males who had not completed secondary education, while 
it was 19.2 % for males with a Bachelor degree. On the other 
hand, the unemployment rate for females with a Bachelor de-
gree was 57.8%, while it was only 23.1% for females who had 
not completed secondary education (Figure 2-5).

Output Growth and Changes in Unemployment Rate

Figure 2-6 shows two curves; one for the GDP growth rate (at 
constant prices) for each quarter and the other for the unem-
ployment rate for each quarter during Q2 2012-Q2 2017. The 
first noticeable aspect of the figure is the sharp fluctuation in 
the curve of the GDP growth rate. Part of this fluctuation can 
be explained by the seasonal/cyclical nature of GDP, as eco-
nomic activity is somewhat reduced in the winter and au-
tumn compared to other seasons. Nevertheless, the impact of 
political factors and restrictions imposed by the occupation 
on economic activity explain the sharp and periodic fluctua-
tion of economic growth. Secondly, the figure shows that 
there is a relation in the behavior of the two curves, i.e. when-
ever there is an increase in the growth rate of output, there 
will be a decline in the unemployment rate and vice versa, i.e. 

Figure 2-4: Employed and Unemployed in Palestine 
by Age Group (Q2 2017)

Figure 2-5: Employed and Unemployed in Palestine 
by Educational Level and Gender (Q2 2017)

Figure 2-6: Growth Rate of GDP and 
Unemployment Rate in Palestine
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any increase in the growth rate by 1% equals a drop in the 
unemployment rate by 0.26% during the study period. This 
simplified and approximate linkage provides a simple esti-
mate of the acceleration needed in the growth rate and the 
time needed to achieve a significant reduction in the high 
unemployment rates, in Palestine in general, and in the Gaza 
Strip in particular. 

Wages

The average daily wage for workers in Palestine amounted to 
NIS 114.2 in Q2 2017. Yet this figure does not show the di-
vergence between the average wage for workers in Palestine 
on one hand, and that for workers in Israel and the settle-
ments on the other hand, and between the average wage in 
the West Bank and that in the Gaza Strip (Table 2-2). As 
figures indicate, the average wage of workers in Israel and the 
settlements is about triple the wage of workers in the Gaza 
Strip. The gap is even wider when considering the median 
wage, which is significantly higher and better than the aver-
age wage; because it reflects the wage level whereby the wag-
es of half of all workers are above it, and the wages of half of 
all workers are below it (Figure 2-7 tracks the divergence be-
tween the average and median wage). Notably, the median 
wage in Gaza Strip is almost half the median wage in the 
West Bank. 

The average daily wage increased by NIS 2.2 in the West 
Bank between Q1 and Q2 2017, and by NIS 3.1 in Israel and 
the settlements, and by NIS 1.2 in the Gaza Strip (Table 2-2). 
Figure 2-7: The Average and Median Daily Wage for Wage 
Workers (NIS) in Palestine, 

Table 2-3: The Number and Average Wage of Wage Workers Employed by the Private 
Sector who are Sub-minimum Wage Earners (excluding workers in Israel and the 

Settlement), Q2 2017

Table 2-2: The Average and Median Daily Wage 
(NIS) in Palestine (Q2 2017)

Place of Work
Average Daily 

Wage 

Median Daily 

Wage 
West Bank 103.7 96.2
Gaza Strip 59.9 40.0
Israel and the settlements 222.6 200.0
Palestine 114.2 96.2

Minimum Wage

During Q2 2017 the percent of wage workers employed by 
the private sector who were sub-minimum wage earners (less 
than NIS 1,450) was 36.6% (46.6% females and 34.7% males). 
The average monthly wage of those workers was NIS 844. By 
region, 16.8% of the private sector wage workers in the West 
Bank were paid sub-minimum wage earners, compared with 
76.9% in Gaza Strip (Table 2-3).  
 
Child Labor 

Child labor (aged 10-17 years) decreased slightly during Q2 
2017 compared with the previous quarter, from 3.4% to 3.1%. 
Yet the percent declined by almost half a percentage point 
compared with the corresponding quarter 2016. By region, 
child labor was 4.3% in the West Bank against 1.4% in Gaza 
Strip during Q2 2017.

Number of wage workers in the 

private sector (Thousand)

Number of wage workers who are 

sub-minimum wage earners (Thousand)

Average monthly wage for sub-mini-

mum wage earners (NIS)
males females both males females both males females both

West Bank 195 43 238 21 19 40 1,203 967 1,089
Gaza Strip 102 15 117 82 8 90 735 708 732
Palestine 297 58 355 103 27 130 831 893 844
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In 2012 the total value added of the agricultural sector in Palestine 
was US$ 322 million, constituting less than 6% of GDP, as Figure 
(1) shows. The value of livestock production is estimated at 40% of 
the total agricultural value added (Figure (2)).

By the end of 2010, the total number of agricultural holdings in 
Palestine was 105,238. Plant holdings were 68%, and 32% were 
mixed holdings (plant and livestock holdings) (Figure (3)). 

Figure (4) shows the development of the number of cattle in Pal-
estine. Figures show that the number of cattle increased by about 
1,150 cows only over the last 13 years between 2004 and 2017. 
Nevertheless, Gaza Strip’s share of the total number of cows in 
Palestine increased from 16% to 35% during the study period.

Estimated based on 2016 figures issued by the MoA (unpublished) 
and estimates by the Palestinian Farmers Union.

Box 2: Cattle Numbers and Beef and Milk Self-sufficiency

Figure 1: Value Added of the Agricultural Sector 
(% GDP), 2012

Source: Livestock Sector Strategy, 2015-2019, MoA.

Figure 2: Share of Livestock Production to Agricultural 
Domestic Output, 2012

Source: Livestock Sector Strategy, 2015-2019, MoA.

Figures (5) and (6) depict the production and consumption of 
beef, milk and dairy products in Palestine. The figures show that 
the deficit between production and consumption of beef is signif-
icant (where domestic production covers 16% only of consump-
tion) compared to milk and dairy products (where production 
covers 88% of consumption). Mr. Dawoud Hammouda, Policy and 
Development Advisor at the Palestinian Farmers’ Union, estimates 
that there are 300 facilities operating in the livestock sector 
(slaughterhouses, dairy factories, and meat factories…etc.). The 
rate of mortality among cows in the West Bank is estimated at 
18%, which indicates that the sector suffers from serious prob-
lems, considering that mortality rate should not exceed 5% on 
average.

Figure 3: Distribution of Agricultural Holdings
 in Palestine, 2010

Source: Livestock Sector Strategy, 2015-2019, MoA.

Figure 4: Evolution of the Number of Cows in Palestine

Source: Agricultural Sector Survey 2005, and 2013, PCBS.
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Figure 5: Consumption and Production of Beef (2015)

Source: Livestock Sector Strategy, 2015-2019, MoA.
* The amount of consumption reflects the consumption of 85 thousand cows

Figure 6: Consumption and Production of Milk 
and Dairy Products (2015)

Source: Livestock Sector Strategy, 2015-2019, MoA.
* The production amount reflects producing milk worth US$ 382 million.

3- Public Finance 1

Public Revenues

During Q2 2017, net public revenues and grants decreased 
by 2% compared to the previous quarter, reaching around 
NIS 4,135.6 million. This is attributed to the decline in for-
eign aid and grants by half compared to the previous quarter 
reaching around NIS 392.1 million (Table 3-1). In addition, 
local revenues, specifically tax revenues, declined by 38% 
compared to previous quarter reaching NIS 565.4 million. 
On the other hand, clearance revenues increased by 27% 
reaching NIS 2,721.7 million, as well non-tax revenues rose 
significantly (61%) amounting to NIS 461.6 million during 
the same period (Figure 3-1).  
          

Table 3-1: Grants and Foreign Aid to the PA 
 (NIS million)

Item
2016 2017

Q2 Q3 Q4 Q1 Q2
Budget support 627.1 552.7 516.6 640 283.8
 - Arab grants 226.8 3.6 237.7 113 94.9
 - International donors 400.3 549.1 278.9 527 188.9
Developmental funding 132.6 91.0 302.7 143.4 108.3
Total 759.7 643.8 819.3 783 392.1

Public Expenditure 

Actual public expenditure increased by 26% during Q2 2017, 
compared to the previous quarter, reaching NIS 4,203.4 mil-
lion, about 32% of GDP compared to 26% in the previous 
quarter (cash basis). Most of the expenditure items rose 
during the quarter, especially the non-wage items, increasing 
by 54% compared to previous quarter reaching NIS 1,595.3 
million, as well the wages and salaries bill rose by about 
10.4% (because half of July salaries were paid in June before 
Eid Al Fiter) amounting to NIS 2,077.6 million. Net lending 
increased as well by 11.4% to NIS 287.9 million, while devel-
opmental expenditures increased to NIS 198.1 million in Q2 
compared to NIS 136.5 million in the previous quarter (Fig-
ure 3-2).
    
Financial Surplus/Deficit

Developments on both the revenue and expenditure sides 
during Q2 2017, have led to a deficit in the total balance 
(before grants and aid), of NIS 459.9 million (or 3.5% of 
GDP). Grants and foreign aid reduced the deficit to NIS 67.8 
million (about 0.5% of GDP). In addition, the drop in reve-
nues and rise in expenditures during the quarter reflected as 
a decrease in the percent of net public revenues and grants to 
expenditures from 127% in Q1 2017 to 98% in Quarter 2 
(Figure 3-3).

1 The source of data in this section:  MOF, Monthly Financial Reports 
2016 and 2017: Financial Operations, Expenditures and Revenues, 
and Sources of Funding.
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Figure 3-1: Structure of Public Revenues (NIS Million)

Figure 3-2: Structure of Public Expenditures 
(NIS million)

Figure 3-3: Government’s Financial Account
(cash basis) as % to Nominal GDP

Government Arrears

During Q2 2017 government arrears to the private sector 
(non-wages item) reached NIS 390.1 million, while develop-
mental expenditures arrears reached NIS 66.2 million. The gov-
ernment paid off NIS 118.1 million of wages and salaries bill 
arrears and about NIS 0.4 million and NIS 0.9 million of tax 
refunds and provisional payments arrears, respectively during 
Q2.  Thus the total PA accumulated arrears stood at NIS 336.9 
million during the quarter compared to NIS 656.5 million in 
the previous quarter. Arrears constituted about 8% of total pub-
lic revenues and grants during the quarter (Table 3-2). 

Table 3-2: the PA’s Accumulated Arrears (NIS million) 

Item
2016 2017

Q1 Q2 Q3 Q4 Q1 Q2
Tax refunds (28.0) 13.3 (8.9) 6.7 84.1 (0.4)
Wages and salaries 108.9 (487.7) 164.7 719.4 111.5 (118.1)
Nonwage expendi-
tures (private sector)

434.1 381.9 418.2 627.1 286.1 390.1

Development 
expenditures 

68.5 100.2 134.7 159.1 59.3 66.2

Provisional payments 163.6 (10.9) 22.8 (17.6) 115.5 (0.9)
Total arrears 747.1 (3.2) 731.5 1,494.7 654.4* 336.9

Figures between brackets indicate negative value
* includes net lending arrears of NIS 2.1 million 

Public Debt

By the end of Q2 2017 public debt declined by 4.1% com-
pared to previous quarter, and by 10.3% compared to the cor-
responding quarter, reaching NIS 8,733.5 million, about 
17.1% of GDP. 2 The Arab Fund for Economic & Social De-
velopment waived a debt repayment of USD 41.9 million, 
which explains this decline.  About 59% of the debt was do-
mestic debt against 41% foreign debt. Interest paid on debt 
during the quarter was NIS 80.3 million, about NIS 79.6 mil-
lion of it was interest paid on domestic debt (Table 3-3)

Table 3-3: Palestinian Government Public Debt 
(NIS million)*

2016 2017
Q2 Q3 Q4 Q1 Q2

Domestic debt 5,606.6 5,606.4 5,541.4 5,291 5,155.1
Banks  5,554.4 5,554.1 5,489.2 5,238.7 5,102.8
   Public institutions 52.3 52.3 52.3 52.3 52.3
Foreign debt 4,132.5 3,967.8 4,017.7 3,818.1 3,578.3
Total public debt 9,739.1 9,574.2 9,559.2 9,109.1 8,733.5
Paid interest  81.0 57.3 54.8 93.0 80.3
Public debt as  % 

to nominal GDP*

18.9% 18.3% %18.5 18.2% 17.1%

* Figures differ slightly when calculated in US$ due to changes in ex-
change rate.

2 It should be mentioned that by the end of Q2 2017 the government’s 
debit denominated in dollars declined by 0.9% and 1.5% compared 
to the previous and corresponding quarters respectively, reaching 
USD 2,492.7 million.
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The Securities Depository Center (SDC) of Jordan is a legal entity 
that enjoys financial and administrative independence. The Cen-
ter is the sole entity authorized in to carry out the functions of 
registration and depositing of securities, as well as keeping a cen-
tral register of shareholders and a central clearing and settlement 
system.1

According to statistics and statistical analysis published on its 
website, the total value of traded shares on the ASE was JOD 17.5 
billion on 25 September 2017. The share of Jordanian investors 
was 54% of total investments compared to 35.5% the share of Arab 
investors, and 10.5% the share of foreign investors (Table 1).

The total number of investors in ASE (by the end of August 2017) 
was about 277 thousand investors, 99% of them are natural per-
sons, the remaining percent are legal entities, i.e. companies, insti-
tutions and associations, holding 71% of the total value of shares.

Table 1: Distribution of the Value of Shares and Investors 
in the ASE and the Share of Palestinian Investors

Total Value of Shares 

(as of September 2017) JOD                          17,548.5 million
Share of Jordanian Investors                                   54.0

Share of Arab Investors                                            35.5

Share of Foreign Investors                                        10.5
Number of Investors

 (as of August 2017)                                              276,929
Jordanian Investors                                                   93.0

Arab Investors                                                           6.2

Foreign Investors                                                       0.8
Share of Palestinian Investors ( as of August 2017)
volume of shareholding                        24,129

Volume of traded shares (million)       135.978

Value of f traded shares (JOD million) 295.016

3.6% of total

1.8% of total

1.7% of total
Source: Jordan Securities Depository Center (SDC).

In this context, the SDC provides information about “Palestinians’ 
investments” in the ASE. According to SDC, a Palestinian investor 
is any individual holding a Palestinian passport, or holding a tem-
porary Jordanian passport (with no national number), as well as 
1 The website of SDC, visited on 10/10/2017 https://www.sdc.com.jo/

arabic/index.php

Box 3: Palestinian Investments in Amman Stock Exchange (ASE)

any individual carrying any “document” that attest to that person 
being Palestinian (such as the Palestinian refugee cards in Syria 
and Lebanon). Table 1 above shows that the volume of traded 
shares owned by “Palestinians” amounted to about 154 million, 
accounting for 1.8% of the total volume of shares traded in the 
market. The value of shares held by Palestinian passport holders 
amounted to JOD 295 million, representing about 1.7% of the to-
tal value of shares traded in the market. Assuming that the percent 
of the number of investors to the number of shareholdings in the 
stock market also applies to “Palestinians”, the number of Palestin-
ian investors in the ASE is estimated at 11,518 investors.

The Center’s data also show that “Palestinian” investors come in 
the ninth rank in terms of investments with the highest value 
among investors from various nationalities. In the first place 
comes Qatari investors (with a share of 6.1% of the total value of 
shares), and Kuwaiti investors (6%), Saudis, Bahrainis, Libyans 
and Americans (3.3%) respectively.

Finally, the value of “Palestinian investments” in the ASE (JOD 
295 million), constituted 10% of the total value of shares traded in 
the Palestine Exchange (PEX) (USD 825 million) in late Septem-
ber 2017, and the number of “Jordanian” investors in PEX reached 
2,082 by the beginning of 2017, holding 11.2% of total value of 
traded shares.2

2 www.pex.ps/PSEWebSite/CDS.aspx?TabIndex=0
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4- The Banking Sector1

The main indicators show a constant improvement in the per-
formance of the sector during Q2 2017. The net assets (liabili-
ties) of licensed banks increased by 0.8% by the end of the quar-
ter compared to the previous quarter, and by 12.9% compared 
to corresponding quarter reaching US$ 15.3 billion (Table 4-1).

Table 4-1: Consolidated Balance Sheet of Licensed 
Banks Operating in Palestine (US$ millions) 

2016 2017
Q2 Q3 Q4 Q1 Q2

Total assets 13,599.6 14,068.3 14,196.4 15,222.3 15,348.1
Direct credit facilities 6,404.9 6,666.4 6,871.9 7,234.2 7,528.9
Deposits at PMA & 
Banks

4,117.9 4,055.3 4,279.0 4,136.2 4,170.5

Securities portfolio 
for trading and 
investment 

943.0 1,051.2 1,007.1 1,042.2 1,050.4

Cash and precious 
metals

1,074.2 1,204.4 991.2 1,567.2 1,201.9

Other assets 1,059.6 1,091.0 1,047.2 1,242.5 1,396.4
Total liabilities 13,599.6 14,068.3 14,196.4 15,222.3 15,348.1
Total deposits of the 
public (non-bank 
deposits)**

10,202.6 10,432.6 10,604.6 11,127.5 11,379.5

Equity 1,495.2 1,624.4 1,682.4 1,720.3 1,744.5
Deposits of PMA 
and Banks (bank 
deposits)

1,103.9 1,152.0 1,139.9 1,506.6 1,385.4

Other liabilities 329.2 358.8 271.5 352.4 314.6
Provisions and 
depreciation

468.8 500.4 498.2 515.5 524.1

* Items of the table are totals (including provisions).
** Non-bank deposits include the private and public sectors’ deposits.

Credit Facilities

During Q2 2017, total direct credit facilities reached US$ 7,528.9 
million, rising by 4.1% and by 17.5% compared to the previous 
and the corresponding quarters respectively. The percent of 
credit facilities to total public deposits in 2017 rose to 66.2%.
      
Around 82.1% of total facilities were loans, and 17.2% were 
overdraft accounts. By region, the West Bank’s share of total 
credit facilities stood at 86.8% compared to 13.2% for Gaza Strip.  
By currency, the US dollar continued to account for the biggest 
share of credit facilities (46.3%), compared to 38.3% granted in 
Shekels and around 14.0% in Jordanian Dinars (Figure 4-1).

By sector, credit facilities granted to the public sector consti-
tuted 19.5% of the total, followed by consumption loans 
(18.0%), real estate and construction sector (17.9%), and in-
ternal and external trade (17.0%). The remaining shares are 
distributed among services, manufacturing, mining, auto 

1 The source of data in this section: PMA, Aug 2017. The Consolidated 
Balance Sheet for Banks, List of profits and losses, PMA database. 

Figure 4-1: Total Direct Credit Facilities (US$ Million)

Figure 4-2: Distribution of Credit Facilities 
by Sector, 2017 (Percentage %)

Figure 4-3: Distribution of Public Deposits (US$ million) 
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loans, investment in equity and other activities in the private 
sector as Figure 4-2 shows.   

Deposits

By the end of Q2 2017 total public deposits rose by 2.3% 
compared to previous quarter, and by 11.5% compared to 
corresponding quarter, reaching US$ 11,379.5 million. About 
93.3% of the total was private sector deposits against a mere 
6.7% as public sector deposits.  

By currency, the US dollar continued to dominate public de-
posits (around 40.2% of the total), followed by the Shekel 
(33.0%), and the Jordanian Dinar (23.6%) (Figure 4-3).

By the end of Q2 2017, the total number of accounts held at 
licensed banks operating in Palestine was 3.079 million.

Profits of Banks 

During Q2 2017 profits of banks (the net income) increased by 
about 16.2% compared to the previous quarter, and by 24.5% 
compared to the corresponding quarter, reaching US$ 47.3 mil-
lion. This resulted from the increase in the revenues of the banks’ 
operations’, which surpassed the increase in expenditures, reach-
ing 9.3% against 6.8% for expenditures compared to the previous 
quarter. Interest income constituted 68% of total banks’ revenues, 
the same percent as in the previous quarter (Table 4-2).   

Table 4-2: Sources of Revenues and Expenditure 
of Licensed Banks (US$ millions)

2016 2017
Q2 Q3 Q4 Q1 Q2

Revenues 143.5 131.0 145.4 152.5 166.7
Net Interests 101.5 98.0 103.1 108.2 113.6
Commissions 24.6 22.9 26.4 27.4 27.9
Other operating revenues 17.4 10.1 15.9 16.9 25.2
Expenses  105.5 97.6 110.2 111.8 119.4
Operating expenses and 
tax allocations

91.3 87.2 97.7 100.7 103.3

Tax 14.2 10.4 12.5 11.1 16.1
Net income* 38.0 33.4 35.2 40.7 47.3

*net income = net revenues - expenses

Interest Rates

Interest rates are sensitive to the banks’ monetary liquidity, 
competiveness and associated risk factors, in addition to 
monetary policies of central banks that mange issuing com-
mon currencies. Average interest rates on Shekel loans rose to 
7.48% in Q2 2017 compared to 6.75% in Q1 2017. On the 
other hand, average interest rates on Dinar and Dollar loans 
dropped from 7.16% to 6.24% and from 5.82% to 5.76% re-
spectively, during the study period (Figure 4-4). 

Regarding interest on deposits, average interest on Dollar de-
posits rose marginally to 1.14% compared to 1.13% in the 
previous quarter. On the other hand, average interest on 
Shekel deposits declined from 1.56% to 1.17%, as did the av-

Figure 4-4: Average Interest Rates on Deposits 
and Loans in Palestine by Currency (%)

Figure 4-5: The Value of Cheques Presented for Clearance 
and of Returned Cheques, Q2 2017 (US$ Million)

Figure 4-6: the Number of Branches and Offices
of Banks Operating in Palestine, Q2 2017
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erage interest rate on Dinar deposits, from 2.53% to 1.90% 
between the two quarters. These changes led to an increase in 
the interest margin between deposits and loans in Shekel of 
6.31 percentage points in Q2 2017, against a decline in the 
interest margin of the Dollar and Dinner by 4.62 and 4.34 
percentage points respectively.

Clearence 

Clearance activities witnessed stagnation during Q2 2017. 
The number of cheques presented for clearance declined by 
9.9% compared to the previous quarter, and consequently 
their value decreased by 4.0% during the same period (1.4 
million cheques for a total value of US$ 3,627.8 million). On 
the other hand, the number and value of returned cheques 
increased by 2.2% and 2.0% respectively. Around 75.3% of 
the value of cheques presented for clearance is in Shekel, fol-
lowed by the Dollar (around 19.0%). 

In the same context, the percent of returned cheques to 
cheques presented for clearance was 11.7% in terms of num-
ber and 7.1% in terms of value. Regionally, 91.8% of cheques 
presented for clearance were traded in the West Bank during 
Q2 2017 (amounting to USD 3,329.6 million), compared to 
8.2% traded in the Gaza Strip. About 6.8% of the West Bank’s 
total cheques were returned cheques, compared to 9.8% of 
Gaza Strip’s share of cheques (Figure 4-5).      

Banking Coverage

Compared to the previous quarter, 4 branches were opened 
during Q2 2017 rising the number of licensed banks operating 
in Palestine to 317 branches and offices; 259 in the West Bank 
and 58 in the Gaza Strip. Figure 4-6 show that 22% of the total 
number of branches are subsidiaries of Bank of Palestine.
    
Specialized Credit Institutions (SCIs)

The number of licensed and specialized credit institutions (SCIs) 
by the end of Q2 2017 was 84 (57 branches and 27 offices). The 
value of loans granted through SCIs was US$ 209.8 million, 
68.3% in the West Bank against 31.7% in the Gaza Strip. The real 
estate sector continued to dominate these loans (30.4%), fol-
lowed by the commercial sector (25.6%), the consumption sec-
tor (13.1%), and the agricultural sector (12.2%). SCIs offered 647 
job opportunities and the number of active clients increased by 
0.5% during the quarter reaching 71,190 clients. (Table 4-3)

Table 4-3: SCIs data

2016 2017
Q2 Q3 Q4 Q1 Q2

Loan Portfolio (US$ 
millions)

167.1 183.0 199.4 210.0 209.8

    West Bank 120.8 129.2 137.0 142.2 143.3
    Gaza Strip 46.3 53.8 62.4 67.8 66.5
Active Clientele* 59,828 64,547 68,912 70,855 71,190
Employees 554 583 618 641 647

* Active clients are the actual borrowers who have financial obligations 
and pay their commitments to SCI regularly.

Box 4: Financial and Banking Services delivered 
to Palestinians inside the Green Line

Dr. Hossam Jeris, a lecturer at Ben Gurion University, authored a 
paper on banking and financial services delivered to Palestinian 
Arabs within Israel. The paper focused on discrimination between 
Palestinian and Jewish communities in Israel, in terms of availabil-
ity of these services and their costs. Below is a preview of the most 
important findings of the research paper.

The Banking System Serving Palestinians inside the Green Line 
The banking system in Israel consists of five major banking groups 
that control 93% of banking activities. These groups are: Hapoal-
im, Leumi, Discount, Mizrahi-Tefahot and Bank Hapoalim Her-
shon. In addition to the five groups, there are three independent 
banks and four foreign chartered banks. The central banking insti-
tution that serves Palestinians within Israel is the “Arab-Israeli 
Bank”, a subsidiary of Bank Leumi. Established in 1960, the Bank 
provides financial and banking services to meet the needs of Pal-
estinians in the North and the Southern Triangle. The Bank’s 
branches spread across 28 towns and employ a total of 400 em-
ployees, serving 50% of total number of Palestinians within Israel. 
One of its main competitors operating in small Arab towns is 
Mercantile Discount Bank (a subsidiary of Discount Bank Group).
The Arab-Israeli Bank’s activities are concentrated on delivering 
various banking services to individuals and small and medium 
enterprises. The  profit  to bank capital ratio is 21%, which is the 
highest among all Israeli banks.

In 2014, the Information and Research Center at the Israeli Knes-
set conducted a field study about banking sector services in Israel’s 
Arab and Jewish communities. The study showed that the number 
of banks branches operating in Israel is 1,372, about 760 branches 
operating in exclusively Jewish communities, 514 branches operat-
ing in mixed cities and 98 in Palestinian Arab communities (only 
7% of the total number of branches). The study also found that 
65% of the branches operating in Palestinian Arab cities and vil-
lages are subsidiaries of the Arab-Israeli Bank and the Mercantile 
Discount Bank.

Differences in the Infrastructure of the Banking Sector 

Table 1 shows the number of persons over the age of 15 years 
compared to the number of banks’ branches in the Jewish, Pales-
tinian Arab, and mixed communities. It is noted that each branch 
operating in the Palestinian Arab communities serves 25% more 
customers compared with the number of customers served by 
banks operating in the Jewish communities. On the other hand, 
the average area size of branches in Jewish localities is 407m2, 
which is 39% bigger than the average area of bank branches in 
Palestinian localities (around 292 m2). Each branch in the Jewish 
communities offers 15 jobs on average, compared with 12 in Arab 
communities. Each employee serves 257 clients in the Jewish com-
munities, compared with 352 in Arab communities.
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Table 1: Distribution of the Population and the Number 
of Banks’ Branches and their Employees in 

Different Populated Communities

Jewish com-

munities

Palestinian 

communities

Mixed com-

munities*

Total

 the number of persons 

over the age of 15 years 

(thousand person)* 

percentage

3,176 

 64%

500 

 10%

1,255   

26%

4,931   

100%
The number of banks 

branches

Percentage

760   

 55%

98    

7%

514    

38%

1,372    

100%
The average number 

of jobs in each branch
15 12 23 15

* Mixed cities and communities include Jerusalem, Tel Aviv-Jaffa, Haifa, 
Acre, Upper Nazareth, Lod, Ramleh, Ma’alot-Tarshiha, and Oasis of Peace.

The report states that the highest average monthly costs for ad-
ministrating personal accounts in Israel are charged by the Ar-
ab-Israeli Bank and Mercantile Discount Bank. In addition, the 
monthly costs incurred by depositors in the two banks are higher 
by 2% compared with the rest of banks. The report ascribed this to 
the high risks associated with the concentration of the two banks’ 
activities on loans; personal and small corporates loans, which re-
flects in their high ratio of delinquent debts. In 2015, the percent 
of doubtful debts was 1.95% in the Arab-Israeli Bank and 2.17% in 
Mercantile Bank compared with only 0.7% in other Israeli banks.

Housing Loans

The Bank of Israel’s data shows that the total value of Israeli banks’ 
credits granted to the civil/non-governmental sector amounted to 
NIS 504 billion (or US$ 140 billion) in 2015, while credits granted 
to Arab borrowers were US$ 4 billion only. One of the major ob-
stacles Arab individuals and small enterprises confront when they 
seek to get loans is the need to provide guarantees and collaterals 
to commercial banks. Usually, commercial banks and financial in-
stitutions do not accept individual or commercial property or per-
sonal property as collateral for loans. According to the Ministry of 
Housing, most of the Palestinians within Israel did not receive 
housing loans to finance construction of their houses, as they 
self-finance their house constructions. The percent of those who 
were granted housing loans is only 7% in Arab communities com-
pared with 33% in Jewish communities.

According to the Central Bureau of Statistics, figures on housing 
loans granted to various population groups in Israel in 2014 show 
a wide disparity between Jews and Arabs. The number of Jewish 
families granted a housing loan is four times greater than the 
number of Arab families, and the total amount of outstanding 
payments in the Jewish communities is 136 times higher the 
amount in the Arab communities. According to the Household 
Expenditure Survey 2014,1  the number of residents in owned and 
non-mortgaged apartments is 83% in Arab communities, com-
pared to 65% in Jewish communities. This does not reflect a better 
financial position for Palestinians within Israel. It reflects the se-

1 Central Statistics Department, Household Expenditure and Living 
Standards Survey 2014.

vere housing crises Arab population suffers from as a result of the 
lack of market for housing loans and the significant shortage of 
tens of thousands of apartments.

Social and Economic Data

The social and economic data about Palestinians within Israel 
show the difficult and harsh situation they are suffering at various 
levels. Among these are the following: Palestinians within Israel 
are a minority with a high percentage of young people, around 
50% of the total. The rate of natural increase is high, reaching 3% 
per year. Poverty is prevalent in 49% of all Palestinian families, 
and the percent of working women is only 20%. The average life 
expectancy among Palestinians within Israel is 74 years, compared 
with 83 years among Jews.2 Palestinians within Israel follow a con-
servative trend in terms of managing their money and do not own 
many financial securities. In general, their understanding of finan-
cial markets is minimal and they have a long-term savings prefer-
ence compared to Jewish communities, and only 40% of total pop-
ulation (over the age of 15 years) have a bank account. 

Despite the dim picture, there are indicators that Palestinians in-
side the Green Line represent a potential as a future clientele base 
for banks, specially that most of the major banks have exploited 
any potential for growth in the Jewish communities to the maxi-
mum. Israeli banks are well aware of the potential in the Arab 
communities within Israel and seek to increase their activities in 
Arab towns and villages and aim to improve and diversify banking 
services provided to Palestinian Arabs.

2 The divergence in average life expectancy, in addition to the risk of 
early death is higher among Palestinians compared with Jews, which 
means that Palestinians within Israel finance the joint retirement 
fund , i.e. individuals in the Jewish communities  
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5- The Financial Sector (Non-banking)1

The Securities Sector

By the end of Q2 2017, the market value of traded shares in 
the Palestine Stock Exchange (PEX) was US$ 3.63 billion, 
achieving a rise of 1% compared to Q1 2017, which equals 
27.1% of GDP at constant prices. On the other hand, the 
number of traders was 72,153 traders, 4.7% of whom were 
foreigners mostly from Jordan (Table 5-1). 

Table 5-1: Selected Financial Indicators on the 
Trading Activity in PEX 

2016 2017
Q2 Q1 Q1

Volume of Traded Shares (mil-

lion share)
75.90 34.53 58.93

Value of Traded Shares (US$ 

million)
123.90 71.99 92.96

Market Capitalization (US$ 

million)
3,199.94 3,591.34 3,627.91

Total number of Traders 72,927 72,285 72,153
- Palestinian 69,478 68,891 68,758
- Foreign 3,449 3,394 3,395

PEX indicators witnessed a significant rise in Q2 2017 com-
pared to Q1 2017. The volume and value of traded shares rose 
by 70.7% and 29.1% respectively. This rise is attributed to large 
activity in trading the listed shares of PADICO Holding, which 
made up 45% of the total traded shares during Q2 2017. On the 
other hand, comparing the volume and value of traded shares 
in Q2 2017 to the corresponding quarter 2016, show a decline 
by 22.4% and 25% respectively. This is ascribed to a number of 
huge institutional mergers and acquisitions that took place in 
Q2 2016, most importantly the acquisition of a bank by another 
bank listed on the market, in addition to re-positioning of some 
strategic investors in a number of listed companies. 

Figure 5-1 illustrates the distribution of market capitalization 
by trader type, as well it shows that the corporates’ share was 
39.62% (amounting to US$ 1,437.2 million) compared to 
27.42% for individuals (US$ 994.9 million).

Insurance Sector

By the end of Q2 2017, the insurance portfolio (gross written 
insurance premiums) declined by 7.7% and 5.8% compared to 
Q1 2017 and the corresponding quarter 2016 respectively.  
This is explained by the natural fluctuation of the gross writ-
ten insurance premiums from one quarter to another during 
the year. On the other hand, net compensations incurred by 
the insurance sector increased by 6.2% by the end of Q2 2017 
compared to Q2 2016. Total investments of insurance compa-

1 The source of figures in this section: Palestinian Capital Market Au-
thority (PCMA), 2017 and Palestine Stock Exchange (PEX), 2017. In 
addition, the data on the insurance sector do not include Al Ahllia 
Insurance company.

Figure 5-1: Distribution of Market Capitalization by 
Trader Type (as of the end of Q2 2017) (US$ million)

* Individuals who have direct or indirect relation with the company because of 
their job position or relations.  

Figure 5-2: Distribution of the Components of the 
Insurance Portfolio by the insurance Sector activities 

(as of the end of Q2 2017)

Figure 5-3: Distribution of Insurance Portfolio by Operat-
ing Company in Palestine (as of the end of Q2 2017)
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nies saw a slight growth of a mere 3.1% by the end of Q2 2017 
compared to the end of the previous quarter (Table 5-2).

Table 5-2: Some Financial Indicators of the Insurance 
Sector in Palestine (US$ million) 

2016 2017
Q2 Q1 Q1

Gross written insurance 

premiums
67.3 68.7 63.4

Total investments of insurance 

companies
196.6 206.6 212.9

Net compensations incurred 

by the insurance sector
(32.5) (33.9) (34.5)

Retention ratio 73.6% 75.4% 84.6%
Claims ratio 65.5% 65.5% 64.4%

As figure 5-2 shows, there is a significant concentration of 
vehicle insurance in the insurance portfolio in Palestine, 
which constituted 61% of the total insurance portfolio by the 
end of Q2 2017, followed by health insurance (13%). Figure 
5-3 on the other hand, presents the market share of insurance 
companies, where two companies of the nine operating com-
panies dominated 42% of gross written premiums in the Pal-
estinian insurance sector by the end of Q2 2017.

Financial Leasing 

The number of leasing companies registered with PCMA was 
13. Contracts value decreased by 37.5% during Q2 2017 com-
pared to the corresponding quarter 2016, in addition to the 
decline in the number of financial leasing contracts by 53.5% 
in the study period. This is ascribed to the fact that leasing 
companies have been more conservative in granting loans 
because of associated risks, and the difficulty of securing sus-
tainable funding resources to expand their operations (Table 
5-3).

Table 5-3: Total Value and Number of Financial 
Leasing Contracts

Total Value of Financial 

Leasing Contracts

(US$ million)

Total Number of 

Financial Leasing 

Contracts
Q2 2016 32.0 637
Q1 2017 19.3 367
Q2 2017 20.0 296

Figure 5-4: Distribution of Financial Leasing Portfolio, by 
Type of Leased Asset (Q2 2017) (%)

Figure 5-4 shows that the financial leasing portfolio is con-
centrated in vehicle leasing (93.92%), which is ascribed to 
low risk factors shared by the companies, as registering vehi-
cles at the transportation department is made easy. There was 
a decline in the number of vehicle contracts during Q2 2017 
compared to corresponding quarter, against an increase in 
heavy vehicles and trucks leasing contracts, and moveable as-
sets. The main reason for the low concentration of equip-
ment funding is due to high risks associated with proprietor-
ship. It is expected that the leasing sector will witness an 
improvement following the promulgation of the Law on Se-
curing Rights in Moveable Assets, which will minimize risks 
borne by the leasing companies
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The Palestine Securities Exchange (PSE) was established in 1995 
as a private shareholding company and held its first trading ses-
sion in February 1997. In early February 2010, the company be-
came a public shareholding company in response to the principles 
of good governance and transparency. In September 2010, the 
market launched its new institutional identity to become the “Pal-
estine Exchange (PEX)” and listed its shares for trading in 2012. 
PEX operations are carried under the supervision of the Palestin-
ian Capital Market Authority (PCMA), in compliance with the 
Securities Law No. (12) of 2004.

The number of securities companies that are members in PEX 
reached 8, and the number of intermediary brokerage agents au-
thorized by the market and licensed by PCMA was 40. On the 
other hand, the number of companies listed in the market reached 
48 companies in mid-September 2017. Table 1 shows the distribu-
tion of these companies by sector. Their market capitalization 
reached US$ 3.836 billion, which represents only 0.3% of the total 
market capitalization of Arab securities and financial markets by 
the end of 2016. PEX was ranked in the 13th rank out of 16 secu-
rities and financial markets in the Arab region.

Table 2: Distribution of Shareholders in PEX between Residents and 
Non-residents and Distribution of  Shares by Volume and Value

By the end of June 2017, out of the total number of investors there 
were 3,395 investors non-resident in the West Bank and the Gaza 
Strip, who owned 37% of the market capitalization of listed com-
panies. As shown in Table 2, compared with Q3 2016 this percent 
has decreased by 40%.

Table 1: Distribution of Listed Companies by Sector

Sector
Number of Listed 

Companies
Industry 13
Services 12
Investment 9
Banks and Financial services 7
Insurance 7
Total 48

Period Number of Investors Volume of Owned Shares Value of owned Shares (Million $)
Residents Non-residents Local 

Investments
Foreign 

Investments 
Local 

Investments
Foreign 

Investments 
Percent of non-

residents to total %
Q3 2016 69,225 3,436 1,108.6 584.2 1,993 1,319 40%
Q4 2016 69,007 3,411 1,112.8 582.3 2,060 1,329 39%
Q1 2017 68,890 3,395 1,172.8 582.0 2,248 1,336 37%
Q2 2017 68,758 3,395 1,187.2 584.8 2,287 1,340 37%

Box 5: Distribution of PEX Securities among Resident and 
Non-resident Investors
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6- Investment Indicators 1

Building Licenses

Figure 6-1 shows the changes in the number of registered 
building licenses and licensed areas. The number of issued 
building license reached 2,184 during Q2 2017, a rise of 5% 
compared to the previous quarter. Licenses of non-residential 
buildings constituted 9% of the total licenses. On the other 
hand, licensed areas of buildings in Q2 2017 amounted to 
around 884.1 thousand square meters, showing a decline by 
16% compared to the previous quarter.

Vehicles Registration

Since vehicle prices are high and vehicles are often purchased 
via bank loans, the number of vehicles registered for the first 
time is considered as a good indicator of economic situation 
and expectations. During Q2 2017, the number of new and 
second-hand vehicles (registered for the first time) in the 
West Bank was 8,095, 1,932 less than the previous quarter, 
and 685 higher compared to the corresponding quarter 2016 
(Table 6-1). 

Table 6-1: New and Second-hand Newly Registered 
Vehicles, West Bank (Q2 2017)

Vehicles from 

international  

market (new)

Vehicles from 

international  

market (used)

Vehicles from 

the Israeli  

market (used)

Total

April 806 1,458 204 2,468 
May 666      2,186 218 3,070 
June   690  1,723 144 2,557 
Total 2,162 5,367 566 8,095

1 The source of figures in this section: PCBS, 2017, Statistics on Build-
ing Licenses and the MOF, 2017, Palestinian Customs and Excise 
Dep.

Figure 6-1: Total Issued Building Licenses and 
Licensed Areas in Palestine

7- Prices and Inflation1

The consumer price index (CPI) measures the prices of a selec-
tion of primary goods and services that reflect the average con-
sumption pattern of families in an economy (this group of 
goods and services is the “consumption basket”). The average 
change in the CPI between the beginning and the end of a 
given period measures the inflation rate, which reflects the av-
erage change in the purchasing power of families and individ-
uals. If we assume that nominal wages and salaries are fixed, an 
inflation rate of 10% per year means that the purchasing power 
of families and individuals will decline by the same percentage.

Figure 7-1 shows two curves, the first measures the average change 
in CPI (right axis) based on its value in the base year 2010=100. 
The second curve (left axis) measures the percentile change in the 
CPI in each quarter compared to its previous quarter, i.e. the quar-
terly inflation rate. During Q2 2017, the CPI reached 111.00 com-
pared to 111.52 in the preceding quarter. This means that the rate 
of inflation was negative over the consecutive quarters (fall in pric-
es) by 0.47%. This decline is attributed to the drop in the prices of 
the food and soft drinks group by 1.81%, and the prices of the 
education group by 1.54%, and in the transportation group by 
0.93%. However, Q2 2017 witnessed positive year-on-year infla-
tion rate of 0.22% compared to the corresponding quarter 2016. 

Wholesale Prices and Producer Prices 

The wholesale price index -WPI (sale price to retailers) declined by 
3.04% between Q1 2017 and Q2 2017, because of the drop in whole-
sale prices of local goods by 4.40% and drop in imported goods 
prices by 0.66%. On the other hand, the producer price index- PPI 
(prices received by domestic producers) increased by 4.74% be-
tween the two quarters, as a result of the rise in producer prices of 
locally produced and consumed goods by 5.63%, while prices of 
locally produced exported goods decreased by 0.88% (Figure 7-2).

Prices and Inflation2 

NIS Purchasing Power: the rate of inflation in the economy 
measures the development in the purchasing power of all indi-
viduals who receive their salaries in NIS and spend all their in-
come in that currency. PCBS data show that the CPI decreased 
by 0.47% during Q2 2017 compared to the previous quarter. 
This means that the NIS purchasing power has increased by the 
same percent. Compared to the corresponding quarter, the NIS 
purchasing power decreased by 0.22% during the year.

US$ Purchasing Power: During Q2 2017 the US$ exchange 
rate against the NIS decreased by about 4.13% and 5.79% com-
pared to the previous quarter and the corresponding quarter 
respectively. Therefore, the purchasing power of individuals 
who receive their salaries in US$ and spend all their income in 

1 The source of figures in this section: PCBS, 2017, Price Indices Surveys, 
2010-2017. The purchasing power was calculated in cooperation with 
PMA.

2 The purchasing power is “the value of money as measured by the 
quantity and quality of goods and services that the per capita income 
can buy”. It is directly dependent on the income of the consumer and 
the change in prices and currency exchange rate. The change in Pal-
estinian purchasing power (assuming income is constant) = average 
change in the exchange rate of the Shekel- the rate of inflation.
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Inflation rate is the measure of the average change in prices in a specific 
country in a given period of time. This change is represented in the pric-
es of a selection of goods and services that reflect the average consump-
tion pattern of an average household in that country. This group of 
goods and services is called the “consumption basket”. Inflation is one of 
the most important economic indicators, as it measures the changes in 
the purchasing power of the public, as well as the difference between 
nominal and real growth, real investment returns, changing internation-
al competitiveness and the increases needed for wages and compensa-
tions to maintain their real value.1

Consumer Basket in Palestine

Table (1) shows the relative weights in the consumer basket in Pal-
estine, based on which the Consumer Price Index (CPI) is calculat-
ed, which is used in its turn to calculate the inflation rate. The first 
noticeable thing in the table is that the relative weights in the Pales-
tinian basket are comprised of the average of relative weights of 
three baskets: Jerusalem, the West Bank and the Gaza Strip. The 
three weights reflect the consumption weight of each of the three 
regions (59% in the West Bank, 34% in Gaza Strip, and 7% in Jeru-
salem as indicated in the first line of the table). Second, the compo-
sition of the consumer basket varies from one region to another 
depending on the level of income: For example, the share of food 
and beverages group in the Gaza Strip is 41% of the total expendi-
ture items compared to only 24% in Jerusalem. Also the social con-
ditions, habits, and geographical characteristics affect these baskets 
composition (15% of the average expenditure in the West Bank goes 
to transportation compared with less than 8% in the Gaza Strip).

1 There are different indicators that measure the rise in the prices of 
groups and types of goods (like inflation in wholesale prices). The 
most important indictors of those indictors are the Headline Infla-
tion which measures inflation in CPI and the Core Inflation which 
measures changes in prices on the long term through excluding the 
prices of goods that usually witness sharp and temporary fluctua-
tions like fuel and food products. Since the PCBS do not provide any 
data on Core Inflation, this box focuses on Headline Inflation

Box 6: Inflation in Palestine: Domestic 
and Imported

Figure 1: Inflation Rate in the West Bank*
 and the Gaza Strip (%)

Source: PCBS, Statistics, Prices and Indices (accordingly to the latest 
update 2010).
*Data do not include that part of Jerusalem which was annexed by Isra-
el following its occupation of the West Bank in 1967.
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Figure 7-1: Average CPI Change and the Inflation 
Rate Change (Base year 2010)

Figure 7-2: Evolution of Wholesale and Producer Price 
Indices (base year 2007) 

Figure 7-3: Change in Purchasing Power by Type of 
Currency, Q2 2017 (percentage) 
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NIS declined during this quarter by about 3.67% over the pre-
vious quarter and by 6.02% over the corresponding quarter. 
Considering that the JOD exchange rate is pegged to the US$ 
exchange rate, the purchasing power of the JOD has seen al-
most the same developments as the US$ (Figure 7-3).
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Table 1: Relative Weights in the Consumption Basket in 
Palestine (base year 2010)

Major Expenditure 
Items

Percentage Distribution
Pales-
tine

Jerusa-
lem J1*

Gaza 
Strip

West 
Bank**

1.0000 0.0684 0.3415 0.5901
Food Products and 
beverages 35.0175 23.6719 41.1820 34.9556

Alcoholic beverages and 
Tobacco 4.3089 4.0605 2.3220 5.2219

Fabrics, clothing and 
footwear 6.2857 6.9074 7.0944 5.7950

Housing and related items 8.8652 9.2789 8.7349 8.8268
Furniture and home 
appliances 5.3590 5.4239 6.5546 4.8289

Medical Services 3.9328 3.3219 3.0826 4.4389
Transportation 13.8281 18.3655 7.9311 15.3316
Telecommunication 3.5508 4.6886 3.1687 3.4552
Cultural and entertainment 
services and products 2.0673 2.6941 2.3937 1.7833

Education 3.3886 2.5117 3.3806 3.5926
Restaurants, cafes and hotels 1.9198 2.7000 1.6527 1.8566
miscellaneous products and 
services 11.4763 16.3756 12.5028 9.9135

Overall CPI 100.0000 100.0000 100.0000 100.0000
Source: PCBS, Statistics, Prices and Indices (accordingly to the latest 
update 2010).
* The Jerusalem J1 data include that part of Jerusalem which was an-
nexed by Israel following its occupation of the West Bank in 1967.
** Data do not include that part of Jerusalem which was annexed by Is-
rael following its occupation of the West Bank in 1967.
Inflation in the West Bank Compared with the Gaza Strip

Figure (1) depicts the inflation rate in the West Bank and the Gaza Strip 
over a span of 20 years (1997 – 2016). It is important to emphasize that 
“points” on the two curves represent the rate of inflation of each year 
compared with the previous year, i.e. the percentile increase in the CPI 
from year to year.

The figure shows that over the past two decades inflation in 2008 was 
exceptional, reaching 9.8% in the West Bank and around 14% in the 
Gaza Strip (about 10% in Palestine). This is ascribed mainly to the rise 
in food products’ prices in global market that year, which reflected as 
an increase in food prices by 18% in the West Bank and 22% in the 
Gaza Strip, in addition to the large increase in grants and foreign aid in 
2008 compared to the previous year, amounting to about 50%. Finally, 
the closure of the commercial border crossings, especially the Karni 
(Al-Muntar) crossing, has affected the movement of goods and led to a 
rise in prices in the Gaza Strip above its level in the West Bank .2

The figure also shows that the rate of inflation in the Gaza Strip was low-
er than it was in the West Bank in most of the years. The simple average 
of the inflation rate in the Strip was 3.0% per year during the period 1997-
2016 compared to 3.8% in the West Bank (2.4% against 3.4% if 2008 was 
excluded).  

2 Oil prices have increased sharply as well in 2008. Although the rise in the global 
prices of oil reflect on the prices of oil derivative products in Palestine,  yet its in-
crease had limited influence on local prices, due to correlation of Palestine  with 
the prices of oil derivatives in Israel which is subject to different excise duties. 

Figure 2: Inflation Rates in Palestine and Israel 
(1997-2016) %

Source: PCBS, Statistics, Prices and Indices.
Bank of Israel, Statistics, Inflation and Monetary Policy, Inflation, Consumer 
Price index, Consumer Index-Total Monthly, 2016=100. http://www.boi.org.
il/en/DataAndStatistics/Pages/SeriesSearchBySubject.aspx?Level=3&sId=27 
opened at 11/9/2017.

Figure 3: The Gap between the Rate of Inflation in Palestine and 
the Rate of Inflation in Israel, 1997-2016 (percentage points)

Source: Ibid.
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The two curves show that the two regions’ diverging inflation rates were 
clearly concentrated in two periods: 2001-2005 and 2010-2013. The first 
period is the years that witnessed the outbreak of the second intifada. 
One of the reasons for the divergence is attributed to the significant rise 
in prices in the West Bank, as a result of closure and isolation of the West 
Bank cities and villages at the time. The second period, which witnessed 
lower inflation rate in the Gaza Strip than in the West Bank, was proba-
bly due to the expansion of the tunnels trade and cheap imports (espe-
cially oil derivatives) from Egypt to the Gaza Strip during that period.
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Cumulative Inflation

The cumulative inflation rate in Palestine during the period 1997- 2016 
was around 72%, as inflation reached 75%  in the West Bank compared 
with 60.5% in the Gaza Strip (Table 2). Compared to the global average 
of cumulative inflation of 80% during the same period, this rate does 
not appear high.3 In many countries, however, rules and procedures 
guarantee maintaining increases in wages, pensions and social transfers 
to offset inflation and ensure maintaining the real purchasing power of 
these incomes. This is not the case in Palestine. For example, the cumu-
lative inflation rate was 57% in in the West Bank (43% in Gaza Strip) 
between 2000 and 2006, while the average daily wage during the same 
period increased by only 40% in the West Bank (18% in the Strip). 

Table (2): The Cumulative Inflation Rate in Palestine
by Region (1997-2016) %

Palestine West Bank* Jerusalem J1** Gaza Strip
71.88 75.02 74.14 60.46

Source: PCBS, Statistics, CPI.
 *Data do not include that part of Jerusalem which was annexed by Isra-
el following its occupation of the West Bank in 1967.
** Data on Jerusalem J1 include that part of Jerusalem which was an-
nexed by Israel following its occupation of the West Bank in 1967.

Domestic and Imported Inflation

The last issue of the Monitor included an analysis of a Palestinian study 
arguing that there is no significant correlation between increased employ-
ment and the rise of prices in the Palestinian economy (see Economic 
Concepts and Definitions section in the Economic Monitor, issue 49). In 
addition, a quantitative analysis conducted recently at MAS, using multi-
ple regression analysis (the least squares method) and the correlation co-
efficient matrix concluded that there is no significant relation between 
inflation and GDP growth and between inflation and wage increases in 
the Palestinian economy. The analysis found that the only factor that had 

3 IMF data, International Financial Statistics (IFS), Indicator (Prices, 
Consumer Price Index, Percentage change, Corresponding period pre-
vious year, Percent). At website http://data.imf.org/?sk=4C514D48-
B6BA-49ED-8AB9-52B0C1A0179B&sId=1390030341854 opened at 
11/9/2017.

a statistical significance in interpreting inflation in Palestine is the rate of 
inflation in Israel. It was found that 0.63% of every 1% of inflation in 
Palestine is explained by inflation imported from Israel. The results of this 
analysis are consistent with the inflation reports issued by the Palestinian 
Monetary Authority (PMA), which indicate that the most important fac-
tors in explaining inflation in Palestine are import prices and global food 
prices. Since about 70% of Palestinian imports come from Israel, the in-
crease in import prices can be estimated by the rate of inflation in Israel.

Figure (2) below shows the annual inflation rate in Palestine and in Israel 
during the period 1997-2016. As we have seen earlier, the 2008 year is 
considered an exception, as inflation in Israel was 4.6% (compared to 10% 
in Palestine). The figure also shows that inflation in Palestine was higher 
than that in Israel during the study period. To illustrate the divergence 
between Palestine and Israel, refer to Figure 3, which depicts the gap be-
tween inflation rates. All the points above the horizontal line represent the 
increase in inflation rate in Palestine above that in Israel, and vice versa.
Assuming that inflation in Israel fully reflects on the Palestinian econ-
omy, gaps presented in Figure (3) reflect the “remaining inflation” – i.e. 
inflation that is not explained by inflation in Israel. The remaining 
inflation is explained as an influence of a set of internal variables and 
factors in Palestine (such as the impact of international and foreign aid 
transfers), and exogenous variables (like the changing global prices of 
some products, which affect Palestine more than Israel. In addition, 
there are two factors that have, without any doubt, a strong effect; on 
one hand the security and political crises and the closure imposed by 
the Israeli occupation authorities, and on the other, the institutional 
rigidity in the structure of the local market and the resulting monop-
olies, restrictions on competition, and freedom to enter the market.

   Salam Salah and Ali Jabarin, 
   MAS, contributed to the writing this box.
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8- Foreign Trade1

Balance of Trade

The value of “registered”2 merchandise imports during Q2 2017 
was about US$ 1,298.4 million, a rise of 2.8% compared to the 
previous quarter and a decline of almost the same percent over 
the corresponding quarter of the previous year. On the other 
hand, the value of merchandise exports did not exceed 20.3% of 
the value of imports, increasing by 7.6% and 9.5% in Q2 2017 
compared with the previous quarter and the corresponding quar-
ter respectively. The deficit in the merchandise balance of trade is 
the difference between exports and imports, which amounted to 
US$ 1,034.4 million during Q2 2017. The deficit has dropped 
slightly because of the surplus in the balance of service imports 
from Israel to US$ 10.7 million (Figures 8-1 and 8-2).

Balance of Payments

The current account in the balance of payments is the net 
aggregate in three sub-balances: 1) the balance of trade (net 
trade in goods and services), 2) the balance of income (the 
net international transactions associated with income to fac-
tors of production (the remittances of Palestinian workers in 
Israel and overseas), and 3) the balance of current transfers 
(international aid to the government and private transfers).

The deficit in the Palestinian current account (the balance of 
payments) reached US$ 467.4 million in Q2 2017, which is 
equivalent to 12.8% of GDP at current prices. The current 
account deficit resulted from a deficit in the trade balance 
(US$ 1,268.9 million), against a surplus in the balance of in-
come of US$ 418.7 million (generated mainly from the in-
come of Palestinian workers in Israel), and the surplus in the 
balance of current transfers by US$ 382.8 million (Table 8-1).

Table 8-1: Palestinian Balance of Payments *
(Million US$)

2016 2017
Q2 Q1 Q2

1.Trade balance of goods and services** (1,345.0) (1,245.5) (1,268.9)
- Net goods (1,116.7) (1034.3) (1055.9)
- Net services (231.9) (211.2) (213.0)
2. Income balance 404.3 470.3 418.7
3. Balance of current transfers 553.3 472.4 382.8
4. Balance of current account (1 +2 +3) (391.0) (302.8) (467.4)
5. Net capital and financial account 274.9 176.8 564.1
6. Net errors and omissions** (116.1) 126.0 (96.7)

* Data do not include that part of Jerusalem governorate, which was annexed by 
Israel following the occupation of the West Bank in 1967.
** Exceptional funding has been calculated within the “Net errors and omission” 
item.
1 The source of data in this section: PCBS, 2017, Registered Foreign Trade 

Statistics, and PMA & PCBS, 2017, Palestinian Balance of Payment, Q2 2017.
2 Registered imports and exports are those registered in the clearance 

accounts of trade (between Palestine and Israel) and in the customs data 
(including direct trade with overseas markets). Add to that the agricul-
tural goods (which are registered by the Ministry of Agriculture). The 
registered trade figures are significantly lower than the actual figures of 
the Palestinian foreign trade. The actual figures are placed in the Pales-
tinian balance of payments, mentioned later in this section.

Figure 8-1: Imports and Exports of “Registered” 
Merchandise (US$ million)

Figure 8-2: Exports and Imports of Registered Services 
from Israel (US$ million) 

Figure 8-3: International Investments Balance 
(Q2 2017) (Million US$)
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The balance of payments deficit was financed by a surplus in 
the capital and financial account, which covered an amount 
of US$ 564.1 million. This item (the capital and financial 
account) represents a debt on the national economy, as long 
as it has a positive value. 

International Investments

At the end of Q2 2017, Palestine’s foreign assets totaled US$ 
6,204 million, 6.3% of which represent direct foreign invest-
ment, and 19% represent portfolio investments. On the other 
hand, total external liabilities amounted to about US$ 5,102 
million, more than half of which were direct investments.

How is the total income in a country distributed among its 
citizens and is the distribution just?  Social sciences address 
this important question, since the distribution of income is 
the most significant indicator of equality of economic policy 
and the effectiveness of social dynamism in the country and 
of stability and solidarity between individuals and different 
segments of society.

There are different statistical methods to measure income 
distribution in  a country, the simplest of which is to track the 
income (or wealth) of the richest 10% of the population. For 
example, the richest 10% of the US population accounted for 
about 45% of GNP during the period 1910-1920. This share 
dropped to around 35% in the 1950s, and rose to nearly 50% 
in the first decade of this century.1  There is also the 20/20 
ratio method, which measures the share of income of the 
richest 20% of the population compared to the poorest 20%. 
This ratio was 8 in the United States and 7 in the United 
Kingdom compared to 4 in both Sweden and Japan.2

However, there is a more comprehensive method for measur-
ing income distribution in a society which makes use of the 
so-called Lorenz Curve and Gini Coefficient. The Lorenz 
curve on the vertical curve shows the cumulative percentage 
distribution of income in a country, ranging from 10% to 
100%. While the horizontal curve shows the cumulative per-
centage distribution of the population (Figure 1). Each point 
on the curve represents the cumulative share of the popula-
tion from the total income. For example, point (x) on the 
curve means that about 90% of the population gets only 65% 
of the income, i.e. the remaining 10% of the population gets 
35% of the total income.

The first thing to notice is that the poorest groups in the so-
ciety are located on the left side of the horizontal curve, while 
the richest 10% of the population is located on the far right 
side. Second, the optimal distribution of income  is along the 
diagonal line in Figure 1. i.e. the distribution in which the 

1 Thomas Piketty (2014): Capital in the 21 century.
2 The Equality Trust: https://www.equalitytrust.org.uk/notes-statisti-

cal-sources-and-methods

The difference between assets and liabilities means that the 
overseas investments by Palestinians were US$ 1,102 million 
higher than the investments of non-residents. A significant 
portion of these assets (63%) is deposits by Palestinian banks 
abroad, which are not considered conventional investments. 
When examining foreign direct investments in Palestine, fig-
ures show that it outweighed actual Palestinian investments 
abroad (by residents in the West Bank and Gaza Strip) by 
US$ 2,162 million (Figure 8-3).

Figure 1: Lorenz Curve

Lorenz curve corresponds to  the diagonal line. This is be-
cause every 1% of the population receives 1% of the total in-
come all along the diagonal line. Based on this, it can be 
concluded that the closer the Lorenz curve of income distri-
bution in a country is to the diagonal line, the more equitable 
is the income distribution is in that country, and vice versa. 
This also means that the inequality indicator is measured by 
the area between the Lorenz curve and the diagonal line. This 
is exactly what the Gini coefficient measures (coefficient = 
area A/ area A + B).

The Gini Coefficient 

The value of the Gini coefficient ranges from zero (which 
represents absolute income equality, where Lorenz corre-
sponds with the diagonal line), to one (which represents ab-
solute income inequality, where Area B is almost zero, and 
the total income of the country accrues to  the richest 1% (or 
less) of the population. Therefore, the lower the value of the 
Gini Coefficient,the more equitable is income distribution.

Economic Concepts and Definitions: 
Income Equality Distribution: “Lorenz” Curve and Gini Coefficient
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Table -1: The Gini Coefficient of Income 
Distribution in Selected Countries

Serial No. Country Year of estimation Coefficient value
149 Finland 2015 0.215
119 Egypt 2008 0.308
110 UK 2012 0.324
93 India 2011 0.352
64 Jordan 2007 0.397
48 Israel 2013 0.428
43 USA 2007 0.450

CIA: The World Factbook.
https://www.cia.gov/library/publications/the-world-factbook/ran-
korder/2172rank.html

Table -1 shows the value of the Gini coefficient in a number 
of countries. The value of the coefficient is between 0.215 in 
Finland (the best among the 149 countries in the world) and 
0.632 in Lesotho (the worst income inequality among the 145 
countries).  According to the same source, the Gini coeffi-
cient in the West Bank in 2009 was estimated at 0.345, rank-
ing it at the 98th position among the 145 countries listed.

The Gini coefficient of income has two points of weakness. 
First, it is sensitive and thus it should be calculated to four or 
five decimal digits to track developments on income distribu-
tion that may arise from time to time. Second, and more im-
portantly, if the values of the index in two countries match, it 
does not necessarily mean that income distribution in the 
two countries match as well. That’s because the poor’s share 
of income in country A can be worse than it is in country B 
against a more equitable distribution of income among the 
rich in country A. Correspondingly, the low value of Gini 
index in a country in two time spans does not necessarily 
mean that the poor are in a better position, since the Lorenz 
curves for the two periods can intersect and can reflect a 
decline in the poor’s share of income against an improvement 
in the income distribution between the rich and the middle-
class population.

Lorenz curve and Gini coefficient for Palestine

The only data available that is related to the distribution of 
income is  the PCBS data on the distribution of household 
consumption in the West Bank and the Gaza Strip. It is known 
that equity in distribution of consumption is always higher 
than that in the distribution of income in the same country, 
because consumption takes into account in-kind and cash as-

Table-2: Distribution of Total Consumption among the Palestinian Population (2011)

Source: PCBS, Household Expenditure and Consumption Survey 2011.

sistance received by poor families. In light of the Household 
Expenditure and Consumption Survey 2011, the PCBS has 
drawn the Lorenz curve and calculated the Gini coefficient 
for household consumption in the Palestinian Territory. 3

The distribution of consumption in the Palestinian Territory 
was reached using a sample of 4,317 families (65% in the 
West Bank and the remaining percent in the Gaza Strip), an 
average of 6 persons per family (5.6 in the West Bank and 6.6 
in the Gaza Strip). Table -2 shows that the per capita con-
sumption in the richest 10% of Palestinian households is 4.8 
times that of the poorest 10% of households. The richest 20% 
of households consume more than one-third of total con-
sumption in Palestine.

Figure 2 depicts the Lorenz curve for the distribution of con-
sumption in the Palestinian Territory in 2011 in both the 
West Bank and the Gaza Strip. The figure shows that the 
Lorenz curve for Gaza Strip is closer to the diagonal than the 
West Bank curve, meaning that the distribution of income in 
the Gaza Strip is more equitable than in the West Bank. This 
is reflected in the lower value of the Gini coefficient in the 
Gaza Strip (0.34) compared to (0.39) in the West Bank. This 
is one of the rare economic indicators that reflects a better 
situation in Gaza Strip compared to the West Bank, but un-
fortunately it reflects the more equality in poverty among the 
population in the Gaza Strip, as well as the impact of relative-
ly large in-kind food aid in the Strip, which reduces the dis-
parity in consumption among families.

3 PCBS, Household Expenditure and Consumption Survey 2011, Liv-
ing Standards in the Palestinian Territory: Expenditure, Consump-
tion and Poverty 

  http://www.pcbs.gov.ps/Portals/_PCBS/Downloads/Book1899.pdf 

Figure -2: Lorenz Curve for Consumption Distribution in 
the West Bank and Gaza Strip, 2011

Source: PCBS, Household Expenditure and Consumption Survey 2011.
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Indicator 2012 2013 2014 2015 2016
2016 2017 2

Q2 Q3 Q4 Q1 Q2
Population (One thousand)

oPt 4,293.3 4,420.5 4,550.4 4,682.5 4,867.4 4,799.8 4,833.5 4,816.5 4,901.2 4,935.2
West Bank 4,649.0 2,719.1 2,790.3 2,862.5 2,962.9 2,926.3 2,944.5 2,935.4 2,981.2 2,999.6
Gaza Strip 1,644.3 1,701.4 1,760.1 1,820.0 1,904.5 1,873.5 1,888.9 1,881.1 1,920.0 1,935.6

Labor Market
No. of workers (thousand) 858.0 885.0 917.0 963.0 980.5 975.0 970.9 1,002.0 999.1 971.5
Participation rate (%) 43.3 43.6 45.8 45.8 45.8 45.7 46.1 45.5 45.8 45.4
Unemployment rate (%) 23.0 23.4 23.4 26.9 26.9 26.6 28.4 25.7 27.0 29.0
- West Bank 19.0 18.6 17.7 17.3 18.2 18.3 19.6 16.9 18.8 20.5
- Gaza Strip 31.0 32.6 43.9 41.0 41.7 41.7 43.2 40.6 41.1 44.0

National Accounts (USD millions)
GDP 11,476.0 12,476.0 12,715.6 12,677.4 13,397.1 3,381.1 3,439.4 3,327.2 3,455.3 3,651.7
- Household expenditure 10.158.5 11,062.6 11,840.4 11,795.7 12,353.3 3,134.9 3,170.7 2,961.5 3,083.9 3,151.5
- Government expenditure 3,126.9 3,381.7 3,478.2 3,374.9 3,530.2 891.3 879.3 964.4 858.0 990.3
- Gross capital formation 2,378.5 2,707.3 2,415.0 2,689.5 2,837.7 718.4 677.8 760.3 758.9 778.8
-  Exports 1,871.1 2,071.8 2,172.3 2,322.7 2,432.4 627.2 600.1 658.8 639.0 692.8
-  Imports (-) 6,299.9 6,804.0 7,208.9 7,501.4 7,602.7 1,972.0 1,888.5 2,017.8 1,884.5 1,961.7

GDP per capita (USD)
at Current prices 2,787.2 2,992.2 2,960.1 2,865.8 2,943.5 745.5 753.0 723.3 745.9 782.8
at Constant prices (base 
year 2004) 1,807.5 1,793.3 1,737.4 1,745.9 1,765.9 448.7 442.9 434.2 431.6 440.2

Balance of Payment (USD millions)
Trade Balance (4,428.7) (4,732.2) (5,036.7) (5,199.5) (5,170.5) (1,345.0) (1,288.5) (1,359.1) (1,245.5) (1,268.9)
Income Balance 857.4 1,160.3 1,482.4 1,712.3 1,578.6 404.3 401.3 408.6 470.3 418.7
Current Transfers Balance 1,750.5 1,188.0 1,405.3 1,421.5 2,243.9 549.2 572.8 585.4 472.4 382.8
Current account Balance (1,820.8) (2,383.4) (2,149.0) (2,065.7) (1,348.0) (391.5) (314.4) (365.1) (302.8) (467.4)

Exchange rates and inflation
USD/NIS exchange rate 3.90 3.60 3.60 3.90 3.840 3.80 3.81 3.829 3.749 3.594
JOD/NIS exchange rate 5.40 5.10 5.10 5.50 5.418 5.40 5.37 5.401 5.292 5.073
Inflation rate (%)1 2.78 1.72 1.73 1.43 (0.22) (0.03) 0.32 (0.69) 1.07 (0.47)

Public Finance (cash basis USD million)
Net domestic revenues 
(including clearance) 2,240.1 2,319.9 2,791.2 2,891.4 3,552.0 993.3 733.0 936.4 913.7 1,040.0

Current expenditure 3,047.1 3,250.7 3,445.9 3,424.9 3,661.6 1,146.0 879.4 768.2 849.9 1,113.8
Developmental expenditure 211.0 168.4 160.9 176.4 216.5 54.1 45.0 80.2 36.5 55.0
current budget deficit\sur-
plus  (before grants) (1018.0) (1,099.2) (815.6) (709.9) (326.2) (206.8) (191.4) 88.0 27.4 (128.9)

Total grants and aid 932.1 1,358.0 1,230.4 796.8 766.3 202.1 168.5 214.3 208.6 109.0
Total budget deficit\surplus 
(after grants and aid) (85.9) 258.7 414.8 86.9 440.1 (4.8) (22.9) 302.3 236.0 (19.9)

Public debt 2,482.5 2,376.2 2,216.8 2,537.2 2,483.8 2,530.2 2,553.8 2,483.8 2,514.9 2,492.7

The Banking Sector (USD millions)
Banks assets/liabilities 9,799.0 11,191.0 11,822.0 12,602.3 14,190.1 13,631.0 14,068.3 14,190.1 15,222.3 15,348.1
Equity 1,258.0 1,360.0 1,464.0 1,461.7 1,683.6 1,497.0 1,624.4 1,683.6 1,720.3 1,744.5
Deposits at banks 7,484.0 8,304.0 8,935.0 9,654.6 10,595.7 10,203.0 10,432.6 10,595.7 11,127.5 11,379.5
Credit facilities 4,122.0 4,480.0 4,895.0 5,824.7 6,865.9 6,405.0 6,666.4 6,865.9 7,234.2 7,528.9
Data do not include that part of Jerusalem which was annexed by Israel following its occupation of the West Bank in 1967 (except for data on unemployment 
and population). 
1. The inflation rate estimation is based on year-over-year comparisons of the average indices of consumer prices in the target year ( in each quarter) with 
the previous year (quarter).
2. Figures for 2017 are preliminary and subject to further revision. 
 Figures between brackets indicate negative values.
The figures in the table are based on the latest update of data. 
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